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It is often argued that providing good employee benefits could have a positive impact on employee’s job-
related attitudes such as job satisfaction. The purpose of this paper is to report the findings of a study on 
the relationship between benefits and job satisfaction, conducted on the employees of government agency. 
The study tested the effects of medical, housing facility, loan facility, educational fund, allowances and 
paid-leave satisfaction on employees’ job satisfaction. The results of the study showed that only medical, 
housing facility and paid-leave satisfaction have significant impact on job satisfaction.  
 




Employee benefits have received considerable attention to researchers for the past decades, and it has 
increasingly become a major issue among HRM managers around the globe. This is because the rising cost 
of benefits and expectations of employees regarding benefits have increase dramatically. The growth of 
benefits as a labor cost has increase significantly over the years particularly in Malaysia. The primary 
reason for this is the employees self interest, economic and societal pressure and the union involvement as 
well. In today’s competitive world, controlling cost has been significant particularly benefits cost. From the 
organization’s perspective, cost containment is critical issue to be considered in designing and 
administering a compensation program but it is equally important for them to determine the money are 
spent wisely. Therefore, it is essential that the employees benefit packages not only satisfy the employee by 
offering the best that available monies can buy, but also that they can serve the employer by attracting, 
retaining and motivating valuable and talented employees (Bergmann, et al., 1994) Therefore, to make the 
most out of its investment, an organization must be sure that its employees know what benefits they are 
receiving and the cost of those benefits to the organization. In addition, the organization must determine to 
what extend the benefits influence employees initial attracting to and retention with the organization, and 
the value these benefits in influencing job behavior and satisfying basic needs. 
 
Consequently, organizations all around the world including those in Malaysia have been very concern 
whether the benefits they are providing their employees have any effect on their job-related attitudes and 
behavior. The study of job-related attitudes such as job satisfaction, organizational commitment, employee 
involvement has been of central interest to researchers and practitioners because it can have important 
financial consequences for organizations (Judge et al, 1995) as well as important effects on the individuals 
who hold these attitudes. Eisenberger et al (1990) found that fewer absences, increased performance, 
greater innovation, and positive work attitudes were outcomes for those employees who perceived that the 
human resource department and organizational management were concerned about them. According to 
Judge et al (1995), from a practical standpoint, these attitudes can be an important barometer of the 
effectiveness human resource management. 
 
In light of the recent attention given to health coverage, the importance of benefits for employees is likely 
to increase. Hence, there is a need for greater understanding of the topic, particularly in relation to 
employees’ attitude namely job satisfaction. Thus, the objective of this paper is to determine the 
relationship between benefits and job satisfaction, and to examine the types of benefits that influence job 
satisfaction. 
 








In general, employee benefits refer to compensation other than hourly wage or salary. According to 
Dencker, Joshi & Martocchio  (2007), benefits could be categorized into three categories based on their 
roles. These are protection programs (eg; medical benefits, gymnasium), paid-time off (eg; vacation, 
holidays), and accommodation and enhancement benefits (housing, loan, educational fund). 
 
In Malaysia, there are benefits that are legally required by the government. These benefits include the 
Employee Provident Fund (EPF), Social Security Organization (SOCSO) and other benefits covered under 
the Malaysian Employment Act 1955 which includes rest day, annual leave, maternity leave and maternity 
allowance, medical leave, and paid leave. Other than that, organizations also provide other types of benefits 
based on their discretionary. Hence, different organizations offer different kinds of benefit packages to their 
employees. These kinds of benefits are known as discretionary benefits and these benefits are the focus of 




A popular definition of job satisfaction that it is an individual's attitude toward his or her job. Lawler (1973) 
definition of job satisfaction: “a person’s affective reaction to his total work role”. Another definition was 
given by Kallerberg (1977): “job satisfaction refers to an overall affective orientation on the part of 
individuals toward work roles which they are presently occupying”. It seems that Locke’s definition is the 
one most frequently quoted, e.g. Gruneberg (1979), Landy (1989), Arnold, Robertson and Cooper (1991).  
 
Satisfaction, according to several schools of thought, depends variously on the individual's expectations, 
needs (physical and psychological) and values. While the objective of identifying causes of job satisfaction 
has been a common aim of many researchers, others question the value of job satisfaction research. Lawler 
(1975), for example, questioned the objective of having more satisfied employees, arguing that 
dissatisfaction could also bring constructive effects such as creativity. However, this negative view has not 
received much support, except recently by Crow and Hartman (1995).  In fact findings by Warr (1987, 
1992) suggest that reducing dissatisfaction is even more important than increasing job satisfaction. For the 
most part, job satisfaction had been related to job or organizational consequences such as productivity and 
absenteeism, but Warr (1987) reported the positive relationship between job satisfaction and employees’ 
mental health.  
 
Human resource managers need to be aware of the outcomes that employees desire and tailor those 
outcomes to each individual. According to Judge et al (1995), the contingencies between relevant 
organizational behaviors and valued employee outcomes need to be made clear to employees so that the 
human resources department will achieve the behavior they want from their employees and the employees 
will receive their desired outcomes. 
 
Benefits and Job satisfaction 
 
In general, studies on employees’ satisfaction with benefits reported a strong correlation between benefit 
satisfaction and job satisfaction. Gresham (2006) reported that across all employees, 67% of those who are 
highly satisfied with their benefit packages feel a strong sense of loyalty to their organization. In addition to 
that, satisfaction with benefits and the availability of benefits have been found to co-vary with job 
satisfaction (Berger, 1984; Lust, 1986). 
 
In another study, Heshizer (1994) indicated that higher job satisfaction may result if flexible benefits 
produce a better match between an individual employee’s particular needs and the benefits he or she 
receives. Exchange theories suggest that by satisfying important individual needs such as benefits, 
employees may respond with higher level of satisfaction. Hence, many studies have reported such 
relationship (Angle and Perry, 1983; Brief and Aldag, 1980). 
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These studies indicated that employee benefits satisfaction is very important to increase employees’ job 
satisfaction. According to MetLife’s 2005 Employee Benefit Trend Study, even though employees are 
being asked to pay more for their benefits, they are happier than ever. The study revealed that benefit 
satisfaction among workers are on the rise whereby 39% reported that they are somewhat or very satisfied 






The respondent for this study are employees of a government agency that has a total of 35 branches through 
out West and East Malaysia. The total population of the respondents is 92,000 but for the purpose of this 
study the questionnaires were distributed to only 17 locations. 60 questionnaires were distributed by the 
appointed officers at each location. Since the researchers were not able to control the way the 
questionnaires were distributed, it is assumed that a convenient sampling method were used. Therefore, a 
total of 1020 questionnaires were distributed, and a 100 percent response rate was obtained. 
 
In general, a majority of the respondents were male (91.9%) and the mean age of the respondents was 31.36 
years (S.D.= 7.66). 70.2 percent of the respondents were married, 28.9 percent of them were single and the 
rest were either divorced or widowed. 44.7 percent of the respondents do not have children, and this 
includes those who are still single. Table 1 below shows the categories of respondents’ monthly basic 
salary and the percentage of respondents at each category.  As indicated, a majority of the respondents were 
earning between RM1001 to RM3000 in monthly salary.  
  
Table 1 Respondents’ Basic Salary 
  Frequency Percent 
RM500 - RM1000 97 9.5 
RM1001-RM1500 215 21.1 
RM1501-RM2000 134 13.1 
RM2001-RM2500 258 25.3 
RM2501-RM3000 207 20.3 
RM3000-RM3500 46 4.5 
RM3501-RM4000 16 1.6 
Lebih RM4001 46 4.5 
Missing data 1 .1 
  
Data Collection Instruments 
 
In this study, all measures use a seven-point Likert scale for measuring each item. With a seven-point 
Likert scale 1 was used to represent ‘strongly disagree’, 2 to represent ‘disagree’, 3 to represent ‘somewhat 
disagree’, 4 to represent ‘neutral’, 5 to represent ‘somewhat agree’, 6 to represent ‘agree’, and 7 to 
represent ‘strongly agree’.  
 
The dependent variable, job satisfaction, was measured using the overall job satisfaction scale by Brayfield 
and Rothe (1951), which consists of 18 items. The items in this instrument were translated into Bahasa 
Malaysia, and the the Cronbach alpha coefficient was calculated to determine the reliability of this 
instrument. As a result three items from this scale were not included in the analysis because they reduce the 
reliability of the instrument. Hence, only 15 items were used for further analysis.  
 
The benefits tested in this study include medical, housing, loan facilities, educational fund, various 
allowances and paid-leave. In this study, satisfaction regarding medical benefits was adopted from 
Kolodinsky (1999), while housing facility benefits were measured using items modified from Kellekci and 
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Berkoz (2006). On the other hand, satisfaction regarding loan facilities, educational fund, various 
allowances and paid-leave were constructed based on the benefits provided by the organization. 
 
The study by Kolodinsky (1999) measured managed health care benefits satisfaction using 12 items. 
However for this study, only nine of them were used since the other three items were not suitable in the 
context of this study.  These items measures respondents’ level of satisfaction with regard to the elements 
in the medical benefits provided by the organization.  
 
The instrument developed by Kellekci and Berkoz (2006) measures the housing user satisfaction and 
environmental quality. Therefore, this instrument measures the features related to the housing, accessibility, 
housing environment, security, neighbor relationships and the appearance of the housing environment. 
However, for the purpose of the current study, only items regarding accessibility, housing environment and 
security were adapted, and hence the total number of items for measuring housing satisfaction was 26. 
 
Finally, the instrument to measure loan facility satisfaction, educational fund satisfaction, allowances 
satisfaction and paid leave satisfaction. Basically, this instrument measures the level of satisfaction 
regarding certain benefits that were provided by the organization that falls into these four categories of 
variables. As such, there were six items to measure loan facility satisfaction, seven items to measure 
educational fund satisfaction, 13 items to measure allowances satisfaction, and five items to measure paid-
leave satisfaction. The reliability coefficients for all instruments used in the study were as presented in 
Table 2. 
 
Table 2 Reliability Coefficients of the Variables 
Variables Cronbach  
Job satisfaction 0.78 
Medical benefit satisfaction 0.93 
Housing facility satisfaction 0.88 
Loan facility satisfaction 0.87 
Educational fund satisfaction 0.94 
Allowances satisfaction 0.95 




First and foremost, as shown in Table 3, all variables have means that are only slightly above the midpoint, 
which is four. This is an indication that in general, the respondents’ job satisfaction level, as well as overall 
benefits satisfaction levels were rather low.  
 
Table 3 Mean and Standard Deviations of the Variables 
  Mean Std. Deviation 
Job satisfaction (JS) 4.86 .831 
Medical benefit satisfaction (MBS) 4.61 1.12 
Housing facility satisfaction (HFS) 4.75 .92 
Loan facility satisfaction (LFS) 4.85 1.19 
Educational fund satisfaction (EFS) 4.76 1.12 
Allowances satisfaction (AS) 4.15 1.31 
Paid-leave satisfaction (PLS) 4.62 1.41 
 
Nonetheless, the correlation table (Table 4) shows that all the different types of employee benefits were 
significantly correlated to each other. In addition, the all types of employee benefits were also significantly 
and positively correlated to the job satisfaction. This finding implied that the higher the level of satisfaction 
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that the respondents have with regard to the benefits provided by the organization, the higher the level of 
their job satisfaction. 
 
Table 4 Correlations of Variables 
  JS MBS HFS LFS EFS AS 
JS 1      
BS .308** 1     
HFS .301** .507** 1    
LFS .255** .457** .476** 1   
EFS .266** .490** .480** .627** 1  
AS .265** .507** .479** .514** .509** 1 
PLS .414** .443** .402** .445** .468** .508** 
**  Correlation is significant at the 0.01 level (2-tailed). 
 
However, to determine the impact of the different types of benefits satisfaction level on job satisfaction 
level, multiple regression analysis were performed. The results were presented in Table 5. As shown, only 
medical benefit satisfaction, housing facility satisfaction and paid-leave satisfaction significantly predicts 
job satisfaction. Unfortunately, these variables only explain 17 percent of the variance in job satisfaction. 
This means that there are many other variables that could explain 83 percent of the variance in job 
satisfaction. 
 
Table 5 Regression Results of the Relationship between Benefits and Job Satisfaction 
 Variables Std.  Beta 
Medical benefit satisfaction (MBS) .098** 
Housing facility satisfaction (HFS) .150*** 
Loan facility satisfaction (LFS) .011 
Educational fund satisfaction (EFS) .012 
Allowances satisfaction (AS) -.042 
Paid-leave satisfaction (PLS) .282*** 
  
R2 .18 
Adjusted  R2 .17 
 
DISCUSSIONS AND CONCLUSIONS 
 
Based on the findings of the current study, it can be concluded that certain elements of employee benefits 
provided by the organization, mainly medical, housing and paid-leave, do affect employees’ job 
satisfaction.  Hence, this finding supported the idea that providing good medical benefits, housing facility 
and more paid-leave somehow has a positive effect on employees’ job satisfaction. Hence, in order to 
increase job satisfaction it is suggested that organizations should focus on providing better medical 
packages, housing facility and paid-leave.  
 
On the other hand, the availability of loan facility, educational funds, and various allowances did not 
significantly affect employees’ job satisfaction. Despite this finding, it does not necessarily mean that 
organizations can do without these types of benefits. In the case of allowances, it is possible that this 
benefit did not significantly affect job satisfaction because most employees did not consider allowances as 
a type of benefit. Instead, most employees consider allowances as a part of their salary and it is their right 
to receive them. Hence, if this benefit was taken away, it is possible it will affect the employees negatively. 
Still further investigation regarding this matter is required. With regard to loan facility and educational 
funds, it is possible that these benefits did not significantly affect job satisfaction because not everybody 
needs them. Hence, if an organization did not provide these benefits, they do not have to start providing 
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them. However, if these benefits are already made available, taking them away might also affect the 
employees negatively. 
 
Nonetheless, organizations should also be aware that the effect of employee benefits on job satisfaction is 
rather small. There are many other factors that have larger effect on job satisfaction. For example, wages 
and salary, training and development, performance appraisal, organizational climate and leadership. 
Therefore, while it is beneficial to provide good benefit packages to the employees, organizations should 
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